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TO PARTIES OF RECORD IN APPLICATION 22-09-013: 
 
This is the proposed decision of Administrative Law Judge David R. Van Dyken. 
Until and unless the Commission hears the item and votes to approve it, the 
proposed decision has no legal effect.  This item may be heard, at the earliest, at 
the Commission’s May 18, 2023 Business Meeting.  To confirm when the item 
will be heard, please see the Business Meeting agenda, which is posted on the 
Commission’s website 10 days before each Business Meeting. 
 
Parties of record may file comments on the proposed decision as provided in 
Rule 14.3 of the Commission’s Rules of Practice and Procedure. 
 
The Commission may hold a Ratesetting Deliberative Meeting to consider this 
item in closed session in advance of the Business Meeting at which the item will 
be heard.  In such event, notice of the Ratesetting Deliberative Meeting will 
appear in the Daily Calendar, which is posted on the Commission’s website.  If a 
Ratesetting Deliberative Meeting is scheduled, ex parte communications are 
prohibited pursuant to Rule 8.2(c)(4). 
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Michelle Cooke 
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ALJ/DVD/smt PROPOSED DECISION Agenda ID #21509 
  Ratesetting 

 
 

Decision PROPOSED DECISION OF ALJ VAN DYKEN (Mailed 4/11/2023) 

 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

 

Application of Volcano Telephone 
Company (U1019C) For an Order 
Authorizing the Issuance of Notes In 
an Amount Not Exceeding $28,252,000 
and Execution of A Related Agreement 
and Supplemental Security 
Agreements. 
 

Application 22-09-013 

 
 

DECISION AUTHORIZING VOLCANO TELEPHONE COMPANY  
TO ISSUE UP TO $28.252 MILLION OF NEW DEBT 

Summary 

This decision grants Volcano Telephone Company (Volcano) the authority 

to enter into a loan agreement with the United States Department of Agriculture, 

Rural Utilities Service (RUS) and to issue notes in an amount of $28,251,330 and 

not exceeding $28.252 million. This decision also:  1) authorizes the loan 

agreement, loan guarantee commitment agreement, and supplemental security 

agreements associated with the RUS notes approved herein; 2) grants Volcano 

authority to encumber its utility property to secure its long-term loan from the 

RUS for proper regulated utility purposes, 3) grants Volcano an exemption from 

the New Financing Rule, approves the application without the need for the 

preparation of an Environmental Impact Report, a Negative Declaration, or a 

Mitigated Negative Declaration; and 4) affirms that Volcano’s application aligns 
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with the goals of the California Public Utilities Commission’s Environmental and 

Social Justice Action Plan. 

Application 22-09-013 is closed. 

1. Background 

Volcano Telephone Company (Volcano) is a public utility under the 

jurisdiction of the California Public Utilities Commission (Commission), 

providing telecommunications and related service to rural areas in Alpine, 

Amador, Calaveras, and El Dorado Counties. The property owned by Volcano 

and devoted to telecommunications services is comprised of wire, cable, lands, 

easements, central office equipment, buildings, and other pertinent equipment 

necessary for the provision of telephone service. These same facilities provide 

customers with access to advanced telecommunications services, including 

unregulated broadband services. 

On September 20, 2022, Volcano filed Application (A.) 22-09-013 

requesting authorization to issue notes to the United States Department of 

Agriculture, Rural Utility Service (RUS) ReConnect Program, in an amount of 

$28,251,330 million. The RUS, in part, provides low interest loans that help rural 

utilities update and institute new services. 

On December 2, 2022, Volcano filed a Motion to Supplement the Record, 

seeking admission of finalized loan documents that it received from RUS via a 

transmittal letter dated October 31, 2022, which was emailed to Volcano on 

November 1, 2022. On December 20, 2022, a prehearing conference (PHC) was 

held to discuss the category, scope, and schedule for the proceeding. 

On January 17, 2023 the assigned Commissioner issued a Scoping 

Memorandum and Ruling (Scoping Memo) for the proceeding. The Scoping 

Memo confirmed the initial categorization of the proceeding as ratesetting and 
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adopted a scope and schedule for the proceeding, including a determination that 

evidentiary hearings were not necessary. 

On February 10, 2023, Volcano filed a compliance filing in response to a 

ruling requesting additional information from the assigned Administrative Law 

Judge (ALJ).   

This proceeding was submitted on February 10, 2023. 

2. Request 

In its Application, Volcano seeks authority to enter into loan agreement 

with the RUS and to issue notes in an amount of $28,251,330.  

Volcano also requests that the Commission:  1) authorize the loan 

agreement, loan guarantee commitment, and supplemental security agreements 

associated with the RUS notes approved herein; and 2) grant Volcano authority 

to encumber its utility property to secure its loan from the RUS. The terms and 

conditions of each advance (discussed in Section 2.1 below) are determined at the 

time of such advance from the RUS. 

2.1. Requested New Debt 

Volcano proposes to enter into a loan agreement with RUS for $28,251,330. 

The proposed loan would be secured, pursuant to Public Utilities (Pub. Util.) 

Code § 851, by mortgages and supplemental mortgages of substantially all of 

Volcano’s property to the RUS. 

Volcano proposes to issue and execute a Loan Agreement, Mortgage 

Note(s) Restated Mortgage, Security Agreement, and Financing Statement as part 

of the RUS loan process. The RUS would then issue a series of advances of funds 

to Volcano after execution of the Mortgage Notes. Each advance under the 

Mortgage Note would bear interest at two percent, which is essentially equal to 

the United States Government’s cost of money. 
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2.2. Use of Proceeds from New  
Securities 

Volcano states that it requires additional capital to fund construction 

projects in its service territory to address obsolescence, maintenance issues, and 

cable exhaust, and to provide customers with services that they are requesting 

and that they will request in the near future. According to Volcano, some of the 

cable and wire facilities in use today with Volcano’s service territory have gone 

beyond their expected useful lives. Replacement of those facilities is planned to 

provide for continued service. According to Volcano, these projects and other 

investments in its facilities are designed to ensure that Volcano continues to meet 

the current and future needs of its customers in an efficient and effective manner. 

Federal regulations and ReConnect loan documentation provide that 

proceeds will solely be used toward deployment of broadband facilities. The 

ReConnect loan is structured so that Volcano may only draw down funding after 

it has incurred costs. Accordingly, Volcano cannot draw funds for any 

uncompleted portion of the projects for which the ReConnect loan is intended. 

Volcano is subject to a five-year period in which it can draw down funding 

under the loan. After that five-year period run, the funds under the ReConnect 

loan are no longer available to Volcano.1 The effective date of the loan and start 

of the five year draw down period occurred on October 20, 2022.2  

Any modifications to the proposed buildout identified in the ReConnect 

application must be approved by RUS. Volcano states its commitment to 

 
1 Compliance Filing of Volcano Telephone Company, filed February 10, 2023, at 4. 

2 Compliance Filing of Volcano Telephone Company, filed February 10, 2023, at 3. 
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constructing the planned broadband facilities to the nearest extent possible as 

identified in its loan application to RUS.3  

3. Discussion 

3.1. Pub. Util. Code Requirements  
for Issuance of Securities 

Volcano’s request is subject to Pub. Util. Code §§ 816-818 and 851. The 

Commission has broad discretion under Pub. Util Code § 816 et seq. to determine 

if a utility should be authorized to issue debt securities. Where necessary and 

appropriate, the Commission may attach conditions to the issuance of debt 

securities and stock to protect and promote the public interest. 

Pursuant to Pub. Util. Code § 817, a public utility may only issue and use 

financing for selected purposes. The purposes not listed in Pub. Util. Code § 817 

may only be paid for with funds from normal utility operations. 

Pub. Util. Code § 818 states that no public utility may issue notes or other 

evidences of indebtedness payable at period of more than 12 months unless, in 

addition to the other requirements of law, it shall first have secured from the 

Commission an order authorizing the issue, stating the amount thereof and the 

purposes to which the issue or the proceeds thereof are to be applied. Pub. Util. 

Code § 818 also requires the Commission, in issuing such an order, to find that 

the money, property, or labor to be procured or paid for with the proceeds of the 

debt securities authorized is reasonably required for the purposes specified in 

the order and, unless expressly permitted in an order authorizing debt securities, 

that those purposes are not, in whole or in part, reasonably chargeable to 

expenses or to income. These purposes are authorized by Pub. Util. Code § 817 

 
3 Compliance Filing of Volcano Telephone Company, filed February 10, 2023, at 1. 
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and, as required by Pub. Util. Code § 818, are not reasonably chargeable to 

operating expenses or income. 

Volcano has substantiated its need for issuance of new debt and that the 

proceeds would be used for proper purposes, such as the construction and 

upgrade of Volcano’s facilities. Since Volcano’s request for issuance of new long-

term debt is in compliance with Pub. Util. Code § 818 et seq., we grant it authority 

to issue new debt for the aforementioned proper regulated utility purposes, and 

for the amount determined in this decision. 

Pub. Util. Code § 851 requires, in part, that a public utility must first secure 

Commission authority before it may mortgage or encumber its used and useful 

assets. We discuss this requirement in Section 3.3 below. 

3.2. Relationship between the RUS  
Loan and Intrastate Rate Base 

Volcano expects all of the infrastructure funded by the ReConnect loan 

will be part of Volcano’s rate base, but a formal rate-based determination cannot 

be made until Volcano’s next general rate case in which jurisdictional separations 

will be addressed. Volcano stated that its next rate case will not occur until after 

the five-year period under the ReConnect loan has lapsed and will not have any 

influence on the deployment of broadband facilities funded by the ReConnect 

loan.4 

3.3. Relationship between RUS Loan  
and California High Cost Fund A. 

Volcano confirms that 100 percent of the construction activities identified 

in its application will be funded through the ReConnect loan. California High 

Cost Fund A (CHCF-A) does not supply capital contributions; Volcano is 

 
4 Compliance Filing of Volcano Telephone Company, filed February 10, 2023, at 4. 
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responsible for generating its investment capital either from equity or debt. 

Volcano asserts there is no nexus between CHCF-A and the specific construction 

activities funded with this loan, nor can the costs associated with the acquisition 

of this debt be linked to CHCF-A support.5  

3.4. Forecast of Sources and Uses 

Utility applications seeking authority to issue securities are based, in part, 

on forecasted sources and uses of funds that illustrate a need for the requested 

funding. Volcano proposes to use $28,251,330 of RUS financing to offset its need 

for funding over the next several years.  

We therefore find that it is reasonable to authorize Volcano to issue 

$28,251,330 of new debt. The new financing will allow Volcano to fund its future 

net financing needs over the next several years, to the extent authorized by 

applicable Pub. Util. Code. 

3.5. Types of Debt to be Issued 

The new Mortgage Note(s) with the RUS as associated agreements 

requested by Volcano in the current application are similar to those the 

Commission has previously authorized for other public utilities receiving 

financing from RUS6. Therefore, we authorize Volcano to issue the Mortgage 

Note(s) and associated agreements with RUS under the terms and conditions 

detailed in Section 2 of this decision. Volcano may secure such new debt from the 

RUS by its property and assets pursuant to Pub. Util. Code § 851. Such new debt 

from the RUS will be used for proper regulated utility purposes, as discussed 

above. 

 
5 Compliance Filing of Volcano Telephone Company, filed February 10, 2023, at 3-4. 

6 Decision (D.) 13-02-029, D.21-06-031. 
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4. New Financing Rule 

The New Financing Rule set forth in D.12-06-015 replaced the Competitive 

Bidding Rule authorized in Resolution F-616 in 1986, in recognition of current 

market conditions and Commission policies enacted since our last review of the 

CBR in 1986. The New Financing Rule provides for exemptions based on a 

compelling showing by the utility that it qualifies for one of the exemptions 

listed in Attachment A, page A-6 of D.12-06-015. If a public utility requests 

authority to issue tax exempt or government debt, it is exempt from the New 

Financing Rule. The New Financing Rule also provides for an exemption of new 

debt requested if it is $42 million or less. As the RUS is a federal government 

agency, and Volcano’s request for new debt is much less than $42 million, we 

grant Volcano an exemption from the New Financing Rule. 

5. General Order (GO) 24-C 

Revisions to GO 24 set forth in D.12-06-015 include:  1) the filing of a  

GO-24-C report on a quarterly then semi-annual instead of a monthly basis;  

2) revisions to the type of information provided in such reports; and 3) the 

elimination of the requirement that a utility maintain a separate bank account to 

record securities proceeds except as required by the Commission. We remind 

Volcano to comply with the requirements of GO-24-C. 

6. Fee 

Whenever the Commission authorizes a utility to issue new securities, the 

Commission is required to charge and collect a fee pursuant to Pub. Util. Code § 

1904(b). Volcano has not submitted the required fee at this time. 

The fee for Volcano’s application is calculated as follows: 

$28.252 Million of 
new debt 

$1,000,000 $2 per $1,000 $2,000 

$9,000,000 $1 per $1,000 $9,000 
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$18,252,000 $0.50 per $1,000 $9,126 

Total $20,126 

7. Financial Information 

We place Volcano on notice that the reasonableness of any resulting 

interest rate and cost of money arising from the issuance of securities as well as 

capital structures, is normally subject to review in the appropriate cost of capital 

or general rate case proceeding. Therefore, we will not make a finding in this 

decision of the reasonableness of the projected capital ratios for ratemaking 

purposes or the appropriate cost of money. We do not make a finding in this 

decision on the reasonableness of Volcano’s proposed construction program. 

Construction expenditures and the resulting plant balances in the rate base are 

issues that are normally addressed in a general rate case or specific application. 

The authority to issue securities is distinct from the authority to undertake 

construction or the right to recover the cost of capital in rates. 

8. California Environmental Quality  
Act (CEQA) 

The CEQA applies to projects that require discretionary approval from a 

governmental agency, unless exempted by statute or regulation. It is long 

established that the act of ratemaking by the Commission is exempt from CEQA 

review. As stated in the California Public Resources Code, the “establishment, 

modification, structuring, restructuring or approval of rates, tolls, fares, or other 

charges by public agencies” is exempt from CEQA.7 Likewise, the creation of 

government funding mechanisms or other government fiscal activities which do 

not involve any commitment to any specific project which may result in a 

 
7 Public Resources Code Section 21080(b)(8) 
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potentially significant impact on the environment is not a “project” subject to 

CEQA.8 

This decision does not authorize any capital expenditures or construction 

projects. New construction projects which Volcano intends to finance via this 

application should undergo CEQA review as early as feasible in the planning 

process, as required by CEQA Guidelines Section 15004(b). To the extent capital 

expenditures are financed with the proceeds of the long-term debt securities 

issues pursuant to this decision, ongoing projects have already been subject to 

any necessary CEQA review undertaken prior to Volcano receiving a certificate 

of public convenience and necessity or permit to construct. CEQA review for 

future projects will occur through the regulatory process applicable to each 

capital project when meaningful information necessary for conducting an 

environmental assessment is available. 

9. California Public Utilities Commission  
Environmental and Social Justice (ESJ) 
Action Plan  

The CPUC’s ESJ Action Plan serves as both a commitment to furthering 

principles of environmental and social justice, as well as an operating framework 

with which to integrate ESJ considerations throughout the agency’s work. 

Volcano’s application aligns with the Commission’s ESJ Action Plan. Volcano 

will deploy fiber to unserved and underserved communities within socially 

vulnerable communities. Access to higher broadband speeds is critical for remote 

working, remote learning, and telemedicine. 

 
8 CEQA Guidelines Section 15378(b)(4) 
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10. Motions 

The motion of Volcano to supplement the record filed on September 20, 

2022 is hereby granted. 

11. Waiver of Comment Period 

The proposed decision of ALJ Judge Van Dyken in this matter was mailed 

to the parties in accordance with Section 311 of the Pub. Util. Code and 

comments were allowed under Rule 14.3 of the Commission’s Rules of Practice 

and Procedure. Comments were filed on __________, and reply comments were 

filed on _____________ by ________________. 

12. Assignment of Proceeding 

Genevieve Shiroma is the assigned Commissioner and David R.  

Van Dyken is the assigned ALJ in this proceeding. 

Findings of Fact 

1. Based on Volcano’s forecast of sources and uses, it has a need for new 

financing. 

2. RUS, in part, provides low interest loans through its ReConnect program 

that helps rural utilities update and institute new services. 

3. The requesting financing authority of $28,251,330 of new debt is necessary 

to provide the external funding required to meet Volcano’s projected cash 

requirements over the next several years. 

4. The proposed new financing requested by Volcano and the associated 

money, property, or labor to be procured or paid for with the proceeds of this 

proposed new financing, are, pursuant to Pub. Util. Code §§ 817 and 818. 

5. Pub. Util. Code § 851 requires, in part, that a public utility must first secure 

Commission authority before it may mortgage or encumber its used and useful 

assets. 
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6. Volcano’s forecast of sources and uses includes uses of funds for capital 

expenditures; and the sources of funds such as cash from operating activities, 

and other sources. 

7. Federal regulations and ReConnect loan documentation provide that 

proceeds will solely be used toward deployment of broadband facilities.  

8.  The ReConnect loan is structured so that Volcano may only draw down 

funding after it has incurred costs. Volcano may not draw funds for any 

uncompleted portion of the projects for which the ReConnect loan is intended. 

9. Volcano is subject to a five-year period in which it can draw down funding 

under the loan, effective October 20, 2022, after which the loan funds are no 

longer available. 

10. Any modifications to the proposed buildout identified in the ReConnect 

application must be approved by the RUS. 

11. Granting of financing authority to a utility does not obligate the 

Commission to approve any capital projects. Review of the reasonableness of 

capital projects occurs as needed through the regulatory process applicable to 

each capital project. 

12. The necessity or reasonableness of Volcano’s construction budget, cash 

requirements forecast, and capital structure, will be subject to Commission 

review of necessity and reasonableness in its next GRC.  

13. 100 percent of the construction activities identified in its application will be 

funded through the ReConnect loan.  

14. The New Financing Rule set forth in D.12-06-015 provides for exemptions 

based on a compelling showing by the utility that it qualifies for one of the 

exemptions listed in Attachment A, page A-6 of D.12-06-015. 
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15. Exemptions from the New Financing Rule include but are not limited to an 

exemption if the new debt requested:  1) is tax exempt or government debt; or 2) 

if the new debt amount is $42 million or less. 

16. As the RUS is a federal government agency, and Volcano’s request for new 

debt is much less than $42 million, Volcano is exempt from the New Financing 

Rule. 

17. The projects to be funded with this loan align with the Commission’s ESJ 

Action Plan. 

Conclusions of Law 

1. Volcano should be authorized to issue up to $28,251,330 of new long-term 

debt and loan guarantees to RUS over the next several years, all of which is for 

proper purposes and consistent with the requirement of Pub. Util. Code §§ 817 

and 818. 

2. Volcano should be authorized to issue a new Loan Agreement, Mortgage 

Note(s), Restated Mortgage, Security Agreement, and Financing Statement as 

part of the RUS loan process. 

3. Volcano should be authorized to encumber its utility property through 

previously executed mortgages and supplemental mortgages, to secure its loan 

from the RUS. Such new debt from the RUS will be used for proper regulated 

utility purposes. 

4. The order herein should not be a finding of the reasonableness of 

Volcano’s proposed construction plan or expenditures, the resulting plant 

balances in rate base, the capital structure, or the cost of money, nor should it 

indicate approval of matters subject to review in a GRC or other proceedings. 

5. Volcano should be subject to the requirements of GO-24-C which requires 

regulated utilities to prepare reports showing receipts and disbursements from 
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the stocks, bonds and other indebtedness of public utilities as authorized by the 

Commission under Pub. Util. Code § 824. 

6. Volcano should remit a check for $20,126.00 to the Commission, as 

required by Pub. Util. Code § 1904(b). 

7. The authority granted by this order shall not become effective until 

Volcano has paid the fees prescribed by Pub. Util. Code § 1904(b). 

8. Volcano should not use the proceeds from the new securities authorized 

by this order to fund its capital projects until Volcano has obtained all required 

Commission approvals for the projects, including any required environmental 

review under the CEQA. 

9. The order herein does not involve any commitment to any specific project 

which may result in a potentially significant impact on the environment; thus it 

is not a project subject to CEQA. 

10. The authority granted Volcano Telephone Company should be in 

compliance with Public Utilities Code Sections 816, 817, 818, and 851 

requirements of the Rural Utility Service, and this Commission decision  

A.22-09-013 should be closed. 

O R D E R  

IT IS ORDERED that: 

1. Volcano Telephone Company is authorized to issue up to $28,251,330 of 

new long-term debt to the United States Department of Agriculture, Rural 

Utilities Service over the next several years, all of which is for proper purposes 

and consistent with the requirement of Public Utilities Code Sections 817  

and 818. 

2.  Subject to the requirements of this decision, Volcano Telephone Company 

is authorized to issue a new Loan Agreement, Mortgage Note(s), Restated 
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Mortgage, Security Agreement, and Financing Statement as part of the United 

States Department of Agriculture, Rural Utilities Service loan process. 

3.  Volcano Telephone Company is authorized to encumber its utility 

property, pursuant to Public Utilities Code Section 851, through previously 

executed mortgages and supplemental mortgages, in order to secure its loan 

from the United States Department of Agriculture, Rural Utilities Service. This 

loan will be used for proper regulated utility purposes. 

4.  Volcano Telephone Company shall comply with the requirements of 

General Order-24-C. 

5.  Volcano Telephone Company shall remit a check for $20,126.00 to the 

Commission as required by Public Utilities Code Section 1904(b). 

6.  The authority granted by this order shall become effective when Volcano 

Telephone Company pays the fees prescribed by Pub. Util. Code Section 1904(b) 

to the Commission’s Fiscal Office at 505 Van Ness Avenue, Room 3000, San 

Francisco, CA 94102. The number of this Decision must appear on the face of the 

check. The authority granted by this Decision is effective once Volcano 

Telephone Company has paid the fees prescribed by Public Utilities Code Section 

1904(b). 

7.  Volcano Telephone Company may not use the proceeds from the new 

long-term debt authorized by this order to fund its capital projects until Volcano 

Telephone Company has obtained all required Commission approvals for the 

projects, including any required environmental review under the California 

Environmental Quality Act. 
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8. Application 22-09-013 is closed. 

This order is effective today. 

Dated    , at San Francisco, California. 

 


